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Please state your name.

My nameis David J. Effron.

Have you previously submitted testimony in this docket?
Yes. | submitted direct testimony marked as Exhibit GC 20. My qualifications,

back ground, and experience are i ncluded with that direct testimony.

What is the purpose of this supplementd testimony?

In my direct testimony | stated that Commonwealth Edison Company (“ComEd” or
the “Company”) had not responded to all data requests at the time of the preparation
of that testimony, and | reserved the right to modify or amend my direct testimony
based on responses to the requests then outstanding. The purpose of this
supplemental testimony isto amend my direct testimony based on data requests that
were outstanding at the time of the preparation of that testimony, but for which
responses have since been received. In particular, | am amending my direct
testimony on test year operation and maintenance expense based on the response to

City of Chicago Data Request 1.009.

What areas of your direct testimony are you proposing to amend?

In my direct testimony, | proposed adjustments to normalize test year expenses
charged to Accounts 580 and 590. My adjustments were based on the escalated
actual expensesincurred in 1999. Based on the level of expenses charged to those

accounts for the years 1995-1999, as i ndicated i n the response to City of Chicago
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Data Request 1.009, it appears that the expenses charged to those accountsin 1999
also were abnormally high. Thus, the base | used to calcul ate the normalized level of
expenses was itself abnormally high. In addition, based on an analysis of expenses
charged to operation and maintenance expenses for the years 1995-2000, | am

proposing adjustmentsto four other expense accountsin thi s suppl emental testi mony.

What is the basis for your statement that the expenses charged to Accounts 580 and
590 in 1999 appear to be abnormally high?

On Schedule DJE-1S, | show the expenses charged to Accounts 580 and 590 for the
years 1995-1999. With regard to Account 580, for the years 1995-1997, the expenses
were in the range of $10 million. In 1998, the expense increased to $27.9 million and
in 1999 to $39.9 million. Thus, the expensein 1999 was nearly four times the

expense in the years 1995-1997 and more than 40% greater than the expense in 1998.

Similarly, with regard to Account 590, for the years 1995-1997, the expenses wereless
than $2 million. In 1998, the expense increased to $7.7 million and in 1999 to $8.8
million. Thus, the expense in 1999 was more than four times the expense in the years

1995-1997 and about 14% greater than the expense in 1998.

Have you quantified what theeffect would be of normalizing thetest year expense
charged to these two accounts based on actual expenses incurred in the years 1995-

1999?
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Yes. | have increased the actual expenses incurred in the years 1995-1999 by 3% per
year to allow for escalation (inflation and real growth) from those years to 2000 and
then taken the five-year average of those escalated expensesin order to calculate a
normalized level of expenses. The normalized expense for Account 580 calculated in
thisway is $79,523,000 less than the actual Account 580 test year expense. The
normalized expense for Account 590 calculated in this way is $20,055,000 less than
the actual Account 590 test year expense. | bdieve that the calculation of normalized
expense levelsin this manner is conservative, as the calculation includesin the five-
year average at least one year where the expenses appear to be abnormally high.
Unless the Company can satisfactorily explain the causes for the increasesin the
expenses in recent years and establish that the increased levels of expenses for
Accounts 580 and 590 in 2000 are reasonable and expected to continue into the
future, the delivery services revenue requirement should be reduced to reflect
normalization adjustments of $79,523,000 and $20,055,000 to Accounts 580 and

590, respectively.

Are you proposing normalization adjustments to any other distribution operation and
mai ntenance expenses based on ComEd s response to City of Chicago DataRequest
1.009?

Yes. Compared to expenses incurred in recent years, the expenses charged to
distribution maintenance Account 592 — Maintenance of Station Equipment, Account
593 — Maintenance of Overhead Lines (except tree trimming and storm damage), and
Account 594 - Maintenance of Underground Lines also appear to be abnormally
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high. On ScheduleDJE-1S, | have calculated normdization adjustments to these

accounts based on the escalated expenses incurred in the years 1995-1999.

With regard to Account 592, the expense pattern issimilar to the patterns for Accounts
580 and 590. For the years 1995-1997, the expenses were in the range of $7-8 million.
In 1998, the expense increased to $16 million and in 1999 to $30 million. The expense
increased further, to $40 million in 2000. The expense in 2000 was four times the
expensein theyears 1995-1997, 150% greater thanthe expensein 1998, and about 30%
greater than the expensein 1999. Again, it would appear that the expense incurredin
2000 was abnormally high and should be normalized. Using the same method described
above for Accounts 580 and 590, | have calculated a normalization adjustment of
$25,394,000 for Account 592. Again, unlessthe Company can satisfactorily explain the
causes for the increases in Account 592 and establish that level of expense in 2000 is
reasonable and expected to continue into the future, the delivery services revenue

requirement should be reduced to reflect thisnormalization adjustment to Account 592.

The expenses for Accounts 593, except tree trimming and storm damage which have
been separatdy normalized, and Account 594 in 2000 were not as far out of line with
the expensesincurred in earlier years as are Accounts 580, 590, and 592. However, the
expenses in Accounts 593 and 594 were still significantly higher, and accordingly, |
have calculated normalization adjustments using the same method. This results in

normalization adjustments of $8,060,000 to Account 593 and $7,511,000 to Account
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594. | have included these adjustments in the total normalization adjustment to

distribution operation and maintenance expense.

What total normalization adjustment to distribution operation and maintenance
expense have you cal culated?

| have calculated a total normalization adjustment of $140,543,000 (Schedule DJE-
1S). Thisis $65,201,000 greater than the normalization adjustment in Exhibit GC

2.0, which applied only to Accounts 580 and 590.

Are you proposing any other normalization adjustments based on ComEd’ s response
to City of Chicago Data Request 1.0097?

Yes. | am aso proposing an adjustment to Account 903 — Customer Records and
Collection Expense. Again, based onareview of actual expenses charged to this
account over the years 1995 — 2000, the expenses incurred in 2000 appear to be

abnormally high.

Please explain your normalization adjustment to Account 903.

| show the expenses charged to Account 903 for the years 1995-1999 and also for
2000 on my Schedule DJE-2S. The expense charged to Account 903 in 2000 was
actually less than the amount charged to that account in 1999. However, the amount
charged in 2000 was significantly greater than the amount charged in the years 1995-
1998. For example, the expense charged to Account 903 in 2000 was approximately
$55 milli on greater than the average for the years 1995-1997. Thus, even though
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expense charged to Account 903 in 2000 was less than the amount charged in 1999,
the 2000 level of expense still appears abnormally high when compared to other

recent years.

On Schedule DJE-2S, | have used a method to normdize the expense chaged to
Account 903 similar to the method that | used to normalize the expenses charged to
distribution operation and maintenance expense on Schedule DJE-1S. However, |
excluded 1999 from the baseperiod used to calcul ate the normalized level of expenses.
The $170 million of expensesincurred in 1999 clearly appears as an outlier and, based
on the response to City of Chicago Data Request 1.098, contains expenses that are
abnormal and of a non-recurring nature. Therefore, | have used the four-year period
1995-1998 as abase for cal culating the normalized level of expensecharged to Account
903. The escalated average expensefor the four years1995-1998 is $99,806,000. This
is $39,615,000 less than the expense charged to Account 903 in 2000. Unless the
Company can justify the expense charged to Account 903 in 2000 as being reasonable
and reflective of the normal level of expense that will be incurred prospectively, the
delivery services revenue requirement should be reduced by $39,615,000 to reflect the

normalization of expenses charged to Account 903.

Does this conclude your suppl emental testi mony?

Yes.



